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What will the vast rearmament program mean to 
world trade? to European recovery? to the underdevel- 
oped countries? U. S. citizens know that rising military 
spending will have widespread effects both at home and 
abroad. But it has not been clear just what changes are 
taking place nor how present U. S. policies should be 
reshaped to meet the new situation. 


Scope of Gray Report 


One viewpoint on these questions is given in the 
Report to the President on Foreign Economic Policies 
by Gordon Gray,* issued November 10. Mr. Gray, 
former Secretary of the Army and now President of the 
University of North Carolina, was given this assignment 
by President Truman last March. His task was to look 
over the whole field of U. S. foreign economic policies, 

G evaluate them, and make recommendations for any 
needed changes. 

At that time the chief issue seemed to be the foreign 
trade gap—how to bring U. S. exports and imports into 
better balance. The picture was drastically changed by 
Korea and the events that followed. But, as Mr. Gray 
points out, his central problem remained the same: “how 
to make our foreign economic policies serve most effec- 
tively our total national and foreign policy requirements.” 
Throughout the report, Mr. Gray stresses that our foreign 
economic policies are not ends in themselves but rather 
means to greater objectives. 

Mr. Gray’s report comes at a time when the adminis- 
tration, the Congress and the American people are taking 
a “new look” at many aspects of U. S. foreign policy. 
With the growing demands for military spending, eco- 
nomic programs will be carefully reviewed. Commen- 
tators freely predict that the 82nd Congress will be more 
economy-minded than the 81st. At the same time there 
has never been a more urgent need than there is today 
for far-sighted decisions in shaping U. S. foreign eco- 

@ nomic policies. For economic strength is essential to 
military and political strength of the free world. The 
Gray report performs a useful service by taking a long- 
term view of this broad segment of U. S. foreign relations. 

Mr. Gray’s report is not likely to be accepted by Re- 
publican leaders as an objective analysis. His general 
viewpoint is definitely that of the Democrats. Thus it 

e may not help in shaping bipartisan policy on these ques- 
tions. It should also be pointed out that the report does 


* Available for 40¢ from the Superintendent of Documents, U. S. 
Government Printing Office, Washington 25, D. C. 


Gray Report on Foreign Economic Policies 


not have Presidential backing, at least at present. AI- 
though Mr. Gray had the help of a small staff and many 
government agencies in preparing his report, the recom- 
mendations are his alone. 


World Economic Highlights 


The report begins by pointing out highlights in the 
world economic situation today. U. S. aid programs, 
plus self-help by the war-devastated countries, have 
brought tremendous progress toward economic recovery. 
Without rearmament, Mr. Gray believes that most West- 
ern European countries could have reached the point 
where they needed no further U. S. aid by 1952 or even 
earlier. Trade figures for mid-1950 showed greater strides 
than had been thought possible before. Western Europe’s 
problem was becoming one of trade rather than produc- 
tion, the chief concern being to find markets for its goods. 

In contrast to this encouraging picture, however, the 
underdeveloped countries showed little progress in the 
five years since the end of the war. Their problems are 
more deep-seated and they have had far less help in meet- 
ing them. 

Rearmament has now changed the outlook. There 
have already been drastic changes in world prices and 
trading patterns. Many of the first effects have been 
favorable to both Europe and some of the underdeveloped 
countries. But Mr. Gray reports that Europe’s trade 
advantage will not last, since the European countries 
too will be increasing their spending for rearmament. 
And he points out that economic backwardness in the 
underdeveloped countries will keep them from profiting 
as much as they might from the increased demand for 
their products. 

With this background, Mr. Gray makes certain recom- 
mendations for future U. S. action. 


European Recovery 


The report maintains that Western Europe is still the 
most critical area from the viewpoint of the U. S— 
because of its ability to produce. Mr. Gray recommends 
that the U. S. continue to supply economic aid to West- 
ern Europe for another 3 or 4 years. This aid will be 
necessary if E.R.P. nations are to increase their rearma- 
ment programs and still maintain a decent standard of 
living for their people. The report makes a strong plea 
for not throwing away the gains of the European Re- 
covery Program, but for allowing the European nations 
to keep a basis for a sound economy while rearming. It 


recommends that the E.R.P. countries be allowed to con- 
tinue a high level of exports. The report also urges con- 
tinued U. S. pressure for European economic integration. 


Underdeveloped Countries 


The report is critical of U. S. policies to date for 
aiding the underdeveloped countries. These have not, 
in Mr. Gray’s opinion, been adequate. “The economic 
stagnation, political unrest, and extreme poverty of most 
underdeveloped countries represent a growing threat 
to the rest of the free world,” he says. In addition to 
these reasons, there is the new and urgent need for 
greater production of raw materials for defense. Many 
of these must come from the underdeveloped areas, but 
will not be produced unless these countries are given help. 

The report recommends that the U. S. government 
continue to promote private investment abroad. But, it 
goes on to say, we cannot rely on private funds to do 
many of the jobs critically needed in the underdeveloped 
countries today. Therefore Mr. Gray suggests increasing 
public lending. This should be done through both the 
Export-Import Bank and the International Bank for Re- 
construction and Development. 

Mr. Gray would like to see a flow of $600-800 million 
in loans each year, in contrast to a net total of $144 mil- 
lion at present. Over half of this sum would come from 
bonds sold by the International Bank, and would not be 
a drain on the U. S. taxpayer. Mr. Gray believes that 
the U. S. should continue to consider the International 
Bank the chief means for public loans to underdeveloped 
countries. 

The Gray report also recommends that the United 
States make some grants for economic development in 
addition to loans. So far, the administration has asked 
for only relatively small sums for technical assistance. 
Mr. Gray believes that technical assistance should be 
increased, but that this alone is not enough. He suggests 
a program of grants up to about $500 million a year. 


International Trade 


Most of our reasons for expanding world trade have 
been given in terms of a peacetime economy. Do they 
still hold for this period of rearmament? Mr. Gray says 
“yes”. While recognizing that defense requirements may 
alter some of our trade policies, he gives two main rea- 
sons for continuing to work for a freer trading system. 
(1) Our greater need for production for defense purposes 
makes it important to remove trade barriers so that goods 
are produced and exchanged in the most efficient way. 
(2) We should continue during the rearmament period 
as far as possible to lay sound foundations for a peaceful 
world economy to follow. 

Mr. Gray makes several specific recommendations in- 
cluding renewal of the Trade Agreements Act for a 
period of four years, simplification of U. S. customs pro- 


cedures, and U. S. membership in the International Trade 
Organization. He also points to certain inconsistencies 
in U. S. trading policies which should be ironed out in 
the long run, particularly our agricultural and shipping 
policies. 

Administration of Programs 


The report stresses the importance of coordinating 
U. S. foreign economic policies. It suggests that one 
agency should be established in the U. S. government to 
administer them all. The report also underlines the 
need for strengthening U. N. agencies and for using 
them to the maximum in carrying out these economic 
programs. 


Reshuffling the House 


According to the 1950 census, there are 19 million 
more people in the United States than there were 10 
years ago. When the new Congress convenes in January, 
the House will have to decide how these 19 million will 
be represented. 

The Constitution states that “the number of Repre- 
sentatives shall not exceed one for every thirty thousand” 
people, with each state entitled to at least one. In order 
to keep the House from becoming too unwieldly a body, 
a law was passed in 1929 pegging the membership at 435. 

The same law set down a formula for determining the 
number of representatives allotted to each state. Each 
state automatically gets one representative. The remain- 
ing 387 seats are divided among the states according 
to their population. 

The House may change the 435 figure upward if it 
chooses. Or, it can hold the line at 435 and reshuffle its 
seats, giving more to the states that have increased in 
population and less to those that have lost relative to the 
national total. Because few people want an even larger 
House, the second alternative will probably be chosen 
in January. If so, seven states stand to gain seats—one 
each for Texas, Virginia, Maryland, Michigan and 
Washington, 2 for Florida, and 7 for California. Nine 
states will have to give up seats: Oklahoma (2), Mis- 
souri (2), Arkansas (1), Illinois (1), Mississippi (1), 
Kentucky (1), Tennessee (1), New York (2), and Penn- 
sylvania (3). 

Once the total representation of each state has been 
determined, the state legislatures decide their own con- 
gressional apportionment. Usually, the party control- 
ling the state legislature will try to draw congressional 
district lines to its own advantage—a practice known as 
“gerrymandering.” Because of the close margin of con- 
trol in Congress and importance of the issues facing the 
nation, it appears that redistricting will be a lively issue 
in many states in the coming two years. 


